et
iy
plmE———

——= ATel

————
~——

James P. Lamoureux Room 4066

Attorney 1200 Peachtree St., N. E.
Atlanta, GA 30309
404 810-4196
FAX: 404 810-8629

October 21, 1997

David Waddell , .
Executive Director ‘ r
Tennessee Regulatory Authority b
460 James Robertson Parkway -
Nashville, Tennessee 37243-0505 :‘

Re: Universal Service Generic Contested Case fi: A? o=
Docket 97-00888

ik
<

Al

Dear Mr. Waddell:

Enclosed are the original and thirteen copies of AT&T's

response to the Status Report of the Technical Conference
held on October 14, 1997.

If you have any further questions, please contact Garry
Sharp at 259-2830 or Carroll Wallace at 242-2813.

Sincerely,

b . K -
L§;4wb C}émﬂOuLUﬁL. -
¥m Lamoureux Gé:;})



CERTIFICATE OF SERVICE

I, James P. Lamoureux, hereby certify that a true and exact copy of the foregoing has

been served on cc;unsel of record and other interested parties via First Class Mail postage

prepaid, this Ji>" day of October, 1997.

~7/ James P. Lamoureux

’,‘){t)w Oénfcﬁi{ 23/ _

Guy M. Hicks, Esq.

Attorney for BellSouth

333 Commerce Street, Suite 2101
Nashville, Tennessee 37201-3300

H. Ladon Baltimore, Esq.

Attorney for LCI International Telecom
Farrar & Bates, L.L.P.

211 Seventh Avenue North

Suite 320

Nashville, TN 37219-1823

Jon Hastings, Esq.

Attorney for MCI

Boult Cummings, Conners & Berry
P. O. Box 198062

Nashville, Tennessee 37219

T. G. Pappas, Esq.
Coalition of Small LEC
Bass, Berry & Sims

2700 First American Center
313 Deaderick Street
Nashville, TN 37238-2700

Carolyn Tatum Roddy, Esq.
Attorney for Sprint

Sprint Communications Co., L.P.
3100 Cumberland Circle - N0§02
Atlanta, Georgia 30339

Dana Shaffer, Esq.

Attorney for NEXTLINK
105 Molloy Street, Suite 300
Nashville, Tennessee 37201

Richard M. Tettlebaum, Esq.
Citizens Telecom

Suite 500

1400 16th Street, N.W.
Washington, DC 20036

Henry Walker, Esq.

Attorney for American Communications
Services, Inc.

Boult, Cummings, Conners & Berry

P. O. Box 198062

Nashville, Tennessee 37219



Charles B. Welch, Jr., Esq.

Attorney for Time Warner, Inc.

Farris, Mathews, Gilman,, Branan & Hellen
511 Union Street, Suite 2400

Nashville, TN 37219

L. Vincent Williams, Esq.

Office of the Consumer Advocate
Cordell Hull Building, 2nd Floor
426 Fifth Avenue North
Nashville, Tennessee 37243-0500

James B. Wright, Esq.

United Telephone-Southeast, Inc. & Sprint
Communications

14111 Capital Boulevard

Wake Forest, NC 27587-5900

Dana Frix, Esq.

AVR, L.P. d/b/a Hyperion of TN , L.P.
Swidler & Berlin, Chartered

3000 K Street, N.W., Ste 300
Washington, D.C. 20007

Guilford F. Thornton, Jr., Esq.
BellSouth Cellular Corp.
Stokes & Bartholomew

424 Church Street, 28th Floor
Nashville, TN 37219-2386

James W. Dempster, Esq.

Ben Lomand Rural Telephone
Cooperative, Inc.

118 East Main Street

P. O. Box 332

McMinnville, TN 37111-0332

Wayne Gassaway, Manager

DeKalb Telephone Cooperative, Inc.
P. O. Box 247

Alexandria, TN 37012

William C. Carriger, Esq.

TN Municipal Telecommunications Group
400 Krystal Building

One Union Square

Chattanooga, TN 37402

Dan H. Elrod, Esq. and
Kenneth M. Bryant, Esq.
GTE Mobil Net

Trabue, Sturdivant & DeWitt
511 Union Street, 25th Floor
Nashville, TN 37219

Fred L. Terry, General Manager
Highland Telephone Cooperative, Inc.
P. O. Box 119

Sunbright, TN 37872

F. Thomas Rowland, Manager

North Central Telephone Cooperative, Inc.
P. O. Box 70

Lafayette, TN 37083

D. Billye Sanders, Esq.

TCG MidSouth, Inc.

Waller, Lansden, Dortch & Davis
511 Union Street, Suite 2100

P. O. Box 198966

Nashville, TN 37219-8966

Glen G. Sears, General Manager
West Kentucky Rural Telephone
Cooperative Corp, Inc.

237 North 8th Street

Mayfield, KY 42066

W. T. Sims, Manager

Yorkville Telephone Cooperative
P. O. Box 8

Yorkville, TN 38389

Charlene Taylor (Chaz Taylor, Inc.)
ATTN: Sheila Davis

3401 West End Avenue, Suite 378
Nashville, TN 37203

Phoenix Network
ATTN: Denise Newman
1687 Cole Boulevard
Golden, Colorado 80401



Standard Communications Co.
ATTN: Richard S. Smith, President
302 Sunset Drive, Suite 101
Johnson City, TN 37604

State Department of Education
ATTN: Jane Walters
Commissioner

6th Floor, Gateway Plaza

710 James Robertson Parkway
Nashville, TN 37243-0375

State Department of Finance
and Administration

ATTN: Jack R. McFadden
Director

598 James Robertson Parkway
Nashville, TN  37243-0560

360° Communications Company
ATTN: Thomas J. Curran
Director External Affairs

8725 W. Higgins Road
Chicago, IL 60631

WorldCom

LaDon Baltimore, Esq.

Farrar & Bates, L.L.P.

211 Seventh Avenue, North, Suite 320
Nashville, TN  37219-1823



BEFORE THE
TENNESSEE REGULATORY AUTHORITY

NASHVILLE, TENNESSEE
In Re: )
)
UNIVERSAL SERVICE GENERIC
CONTESTED CASE g Docket No. 97-00888
)

AT&T 'S RESPONSE TO THE STATUS REPORT OF THE
TECHNICAL CONFERENCE HELD ON OCTOBER 14,1997

AT&T Communications of the South Central States, Inc. ("AT&T") hereby
provides its comments on the subjects requested in the October 16, 1997, Status Report of
Technical Conference Held on October 14, 1997.

¢ COMMENTS ON WHETHER THE NEW ISSUES IDENTIFIED BY THE STAFF
FOR PHASE T ARE APPROPRIATE. THOSE ISSUES ARE 8D - E,9A ANDF -
K, AND 15.

8d.  What cost methodology should be used to determine existing implicit
subsidies?

While AT&T agrees that the issue of cost methodologies is appropriate in both
this proceeding and the Access Reform proceeding, AT&T does not agree that this
question, as worded, is appropriate for either proceeding.

The purpose of this proceeding is to establish an explicit funding mechanism for
the support of universal service in Tennessee, in order to replace the implicit subsidies
currently in place. Therefore, AT&T agrees that the issue of cost methodologies for the
calculation of universal service support in Tennessee must be considered in this

proceeding. That issue is addressed by Questions 16 and 17 in this proceeding.



In addition, the Tennessee Regulatory Authority ("TRA") should reduce access
charges to the economic cost of providing access, and should use a forward looking cost
methodology to determine the cost of access. It is generally understood that inflated
access charges are the largest contributor of subsidies for universal service support.
However, there is no evidence that the amount of access charged is necessary to support
universal service in Tennessee. Moreover, there is no need to calculate the amount of
implicit subsidies which access charges provide to support universal service in
Tennessee; the TRA should set the price of access at the economic cost of providing
access and should eliminate the entire difference between the current price of access and
the economic cost of access.

The difference between the current price of access and the economic cost of
access should be eliminated concurrent with the establishment of a universal service
support mechanism. However, it is important that the TRA not simply transfer the
reduction in access prices into the funding for support of universal service. Access
should be reduced to cost, independent of the determination of universal service support,
and the amount of universal service support should be calculated by determining the
economic cost to support universal service, independent of the reduction of access prices
to economic cost.

Any cost methodologies for the determination of implicit subsidies that may be
included in the prices of other services should be addressed in other proceedings, and the
determination of such methodologies should not delay the implementation of an explicit

universal service mechanism in Tennessee. There is no process in this proceeding to



determine the service(s) that may be providing implicit subsidies. It is more appropriate
to initiate a separate investigation, as AT&T has done in the Access Reform proceeding,
to determine whether any other services may be providing implicit subsidies.

Therefore, AT&T believes that the appropriate question in this proceeding should
focus on the cost to provide access, and should be re-worded as follows:

"What cost methodology should be used to determine the cost of providing
access?"

This question should be considered in conjunction with, but independent of, the issue of
the determination of the cost to support universal service, i.e, Questions 16 and 17.

8e. Should the TRA identify implicit subsidies by element or groups of
elements?

AT&T does not believe that this is an appropriate question for this proceeding, for
the reasons identified above. In addition, prices for services, such as the price of access,
provide implicit support for universal service. Elements, or groups of elements, do not
and should not provide implicit support for universal service.

However, the network elements used to provide retail services eligible for
universal service support are the same elements which the federal Telecommunications
Act allows CLECs to purchase from ILECs. Therefore, AT&T believes the TRA must
use the same methodology and cost models to calculate the costs of unbundled network
elements and universal service support. This issue is addressed in Question 9f, below.

9a. Should universal service cost studies be company-specific or generic?

AT&T agrees that this is an appropriate question for this proceeding.



9f. Should universal service cost studies be based on cost studies for
permanent UNE prices?

AT&T agrees that this is an appropriate question for this proceeding.

9g. Should costs be developed on a combined or intrastate basis?
AT&T agrees that this is an appropriate question for this proceeding.

9h. Should state specific or federal factors be used in the cost studies?
AT&T agrees that this is an appropriate question for this proceeding.

9i. Is it possible to create a hybrid model from the individually proposed
models?

AT&T agrees that this is an appropriate question for this proceeding.

9j. Which network elements should be included in the revenue
benchmark?

AT&T does not believe that this is an appropriate question for this proceeding.
Currently, prices for retail services, such as prices for access, provide implicit support for
universal service. Elements, or groups of elements, do not and should not provide
implicit support for universal service.

However, the network elements used to provide retail services eligible for
universal service support are the same elements which the federal Telecommunications
Act allows CLECs to purchase from ILECs. Therefore, AT&T believes the TRA must
use the same methodology and cost models to calculate the costs of unbundled network

elements and universal service support. This issue is addressed in question 91, above.



9k. What time period should be used to calculate the revenue
benchmark?

AT&T agrees that this is an appropriate question for this proceeding.

15. Should the access charge reform issues be incorporated into the
schedule addressing Phase I of the universal service proceeding?

AT&T agrees that this is an appropriate question for this proceeding. Access
prices are currently set well above the economic cost of providing access. Concurrent
with the funding of universal service, the TRA should reduce access to its forward
looking economic cost. This will eliminate a double assessment against interexchange
carriers, guard against discriminatory treatment, and provide for a more competitively
neutral means of funding universal service as required by the Telecommunications Act of

1996.

* ASTATEMENT ON EACH OF THE ISSUES AS TO WHETHER A
SETTLEMENT IS POSSIBLE OR WHETHER THE ISSUES CAN BE HANDLED

BY BRIEFS ALONE LE - TESTIMONY AT A HEARING WILL NOT BE
NECESSARY

At this point, AT&T is unable to determine whether a settlement is possible as to
any of the issues. However, AT&T believes that the following issues can be presented to
the TRA by briefs without testimony: 1, 2, 3,4, 6, 14, 15. All of these issues contain
some questions of law, which can be addressed in briefs.

e IDENTIFICATION OF ISSUES OF LAW AND COMMENTS ON THE
PROPOSED BRIEFING SCHEDULE

See AT&T's response to the above question concerning questions of law. AT&T

believes that the schedule proposed at the Technical Conference is appropriate.



* COMMENT ON THE ISSUES IDENTIFIED FOR PHASE 2.
The amount of universal service support should be addressed in Phase 2.
Therefore, AT&T recommends that the TRA revise Issue No. 21 as follows:

"What should be the sources of support in a Tennessee universal service support
system?"

This issue should be addressed in Phase I of this proceeding.
In addition, AT&T proposes that the following additional issues be added to
Phase II of this proceeding:

1. What should be the amount of support in a Tennessee universal service
support system?

2. What are the appropriate revenue categories for the determination of a
state specific revenue benchmark?

3. What should be the Tennessee specific revenue benchmark?

e COMMENTS ON THE SCHEDULE FOR COMPLETION OF PHASE I AND
PHASE 2

AT&T would propose the following modifications to the schedule. First, AT&T
believes that it is appropriate to include on the schedule a date for filing post-hearing
briefs in Phase I. AT&T proposes that briefs be due January 5, 1998. AT&T further
believes that it is appropriate at the outset of Phase II to have a status conference, in
addition to a technical conference, at which the parties may discuss issues, and other
concerns that may need to be addressed in Phase II. AT&T also believes that the volume
of discovery in Phase II will likely be greater than the volume of discovery in Phase I.

Therefore, AT&T proposes that the parties be given more than 11 days to respond to



discovery. AT&T proposes that discovery responses be due F ebruary 23, 1998. AT&T
believes that access charges should be reduced to cost concurrent with the
implementation of a universal service support mechanism. Therefore, AT&T proposes
that the Access Reform proceeding be scheduled to be completed concurrent with the
completion of this proceeding. F inally, AT&T believes it is appropriate to schedule a
date for the issuance of a comprehensive final order addressing all of the issues in the
proceeding and adopting a comprehensive universal service plan.

e WHETHER A RESPONSE TO ISSUE 16 COULD BE DELIVERED BY
NOVEMBER 14

AT&T believes that a response to Issue 16 could be delivered by November 14,
Indeed, because AT&T uses the same methodology and cost model to calculate the costs
of unbundled network elements and universal service support, AT&T already has
answered many of these questions in its testimony in the Tennessee unbundled element
cost proceeding.

* WHETHER A LIST OF ACCESS CHARGE REFORM ISSUES TO BE WORKED
JOINTLY WITH THE PHASE 2 ISSUES COULD BE DELIVERED BY
NOVEMBER 14?

AT&T believes that such a list of access charge reform issues could be delivered
by November 14.
¢ ADDITIONAL COMMENTS

AT&T believes that the following issues in the Status Report require clarification

or modification:



Issue Sb: AT&T proposes that this question be re-worded as follows: "Should an
ETC be required to provide services throughout a designated service area? If so, which
services must the ETC provide?"

Issue 7e: AT&T proposed that this question be re-worded as follows: "If so, how
should the TRA gather information, what information should be gathered, and how
should the TRA apply the federal standards in this case?"

Issue 8a: AT&T proposes that this statement be re-worded as follows: "Define
implicit subsidy and explicit subsidy."

Issue 18: The statement of the issue presumes a "transition period.” Itis AT&T's
position that a transition period is only applicable to the ICOs. Once a universal service
support mechanism has been established and funded, access charges should immediately

be reduced to cost. In short, a transition period should not be assumed.

Respectfully submitted,

qyﬂ T Q/amm ut&L

Ja ges P. Lamoureux @/
AT&T

1200 Peachtree Street, NE

Room 4048

Atlanta, Georgia 30309
(404) 810-8670

Val Sanford #3316

GULLETT, SANFORD, ROBINSON &
MARTIN, PLLC

230 4th Avenue North

3rd Floor



P.O. Box 198888
Nashville, Tennessee 37219-8888
(615) 244-4994

Attorneys for AT&T Communications of the
South Central States, Inc.

October 21, 1997
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